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INTERNAL ADVANCES 
BORROWING SERVICES 


Balance as at 1 July Received during the Redeemed/ 
2008 period Written off during 

the period 


Balance as at 30 June 
2009 


Public Improvement Fund 
Capital Development Fund 



APPENDIX C ; ANALYSIS OF FIXED ASSETS 


Expenditure 

2008 

R 



Balance at 
01.07.2008 
R 


Expenditure 

2009 

R 


Written off 
transferred 
R 


Rates & General Services 


14.683,165 


30.38,475 


15.811,284 


14J63,165 


8925,063 

296,316 

49,729 


Ciw'c Buildings 
OfSce Equipment 
OfSce Furniture 
Computer Equipment 
Vehicles , 

Plant and Equipment ' 

Work in Progress-Community Halls 
Work in Progress-Sports Fields 


12,458660 

277.000 

436.000 
90,505 

0 

1,400,000 

0 

0 


22,290,301 

790,267 

730,033 

1,198,176 

1,471.373 

3,872,325 

0 

0 


121,449 

26,109 

226,085 

156,948 

304,558 

640,825 

13,385,395 

949.914 


10.207,696 TOTAL FIXED ASSETS 


14,663,165 


30,38,475 


15,811^84 


LOA^S REDEEMED AND OTHER 
1 0,207,696 CAPITAL RECBPTS 

0 Loans redeemed 

931,826 Contributions from ex operating income 
9, 275,870 Grants & Su bsi dies 

oj Donations- Dept of Housing 

0 NET FIXED AS^TS 



-8,074,053 

-21.996.522 

•281,900 


•15,811,294 

0 

■975,990 

•14,835,294 

0 


-421,541 
-3,826,4 1 8 
0 


Balance at 
30.06.2009 
R 



41,91^800 


41,915^800 


18,585,332 
81 6376 
956118 
1,356125 
1,354,390 
4,516150 
13,386 395 


8,626502 
■33,006 398 
-281,900 


I 
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APPENDIX D 

ANALYSIS OR OPERATING INCOME AND EXPE NDITURE FOR THE YEAR EN DED 30 JUNE 2009 


INCOME 

Government and Provincial grants 
28,739,157 and subsidies 
19,075,971 - Equitable Share 
9,663,186 - National/ Provincial Government 

- - Public /Local Government 

221,230 Operating Income 
196,419 - General Rates 

8,658 - Rates Penalties 

14,594 -Refuse Removal 
1,560 -Refuse Penalties 

434,206 Otherincome 
855 - Plc^ Clearing 
174 - Hirtnrj of Sportsfietd 
-Don^ion Received 
10,339 - MarketRental 
22,887. - Office Rentals 

- ' Hiring of Community Halls 
1,166 -Photocopies 

106 - Telephone(Private Calls} 

32,614 ■ Billboards Income 
• Traffic Fines 
-Licences and Permits 
- Sale of Bid Documents 
366,065 -Sundryincome 

1,828,161 Interest earned 


31,222,755 


TOTAL INCOME 


13,273,564 

9,855,408 

181,084 

351,459 

9,501,952 

33,163,467 

33,163,467 


EXPENDITURE 
OPERATING EXPENDITURE 
Salaries, wages and allowances 
Generaiexpenses 
Repairs and maintenance 
Capital charges 
Contributions to fixed assets 
Contributions to funds 
Grossoperating expenditure 
Less Amounts recharged 
Net operating expenditure 



40,313,797 





218,131 



158 

25,698 

50,273 

155,751 

6,351 

5,865 

192 

16,953 

2,917,384 

673,954 


204,017 



45,639,241 


14,911,754 

14,860,934 

472,749 

756,444 

14,052,039 


45.053,919 


45,053,919 



35,223,107 


23.311.000 

10.923.000 
989,107 



13.000 
136,000 

12.000 

5,000 

19,320 

2,768,188 

1,360,000 

12,000 

76,170 


888,540 


40.603,652 


17,662,702 
10,383,769 
341 ,300 

720,961 

11,494,920 


40,603.652 


40,603.652 


1,940,712 


SURPLUS /{DEFICIT) 















25,776,606 


25,746,054 

0 

0 


2,619,043 

0 I 



1,425,029 


31,222,755 


APPENDIX E : DETAIL£D INCOME STATEMENT FOR THE YEAR ENDINfi 30 JUNE 2009 


2006 

Actual 

scpendlture 

R 


21,784,603 


18,196,866 

352,521 

2,900,956 

334,260 


2,563,857 

1,603,587 

918,383 

57,123 


267,950 

1,440,831 



1,284,170 


1,284,1701 



33.163,467 


7,549,188 

-352,521 

-2,900,956 

-303,708 


55,186 

-1,603.587 

-918,383 

-57,123 



•1,940,712 


-4,682,216 


[Executive & Council 


- Finance PorlfoSo CommiBee 

- Municipal Manager 

- Corpora^ Services 


[Finance 8> Administration 


- Finance 

-HR & Administration 
•Property Assessment 

- Other Admin 


•100,005 ] (planning &Developmait 


-1(X),005 (-Pianning& development 


•1,708,782 (community & Social Serv. 


-267,950 •Libfaries& Archives 

•1,440,831 • Other Community 


•1,002,613 (Public Salety 


•794,699 -Fire 
■207,914 Ciwc Defence 


141,859 Sports & recreation 

141,8591 ■ Sports & Recreation 


•739.267 (WasteManagement 


•739,2671 [-So6d Waste 


-2,742,189 {(Appropriations for this year 


(Accumulated surplus/CdeTicit) 
(bejjnningof the year 


Accumulated surplus/(deficjt] 
end of year 


38,707.29 



1.936,230 

0 



0 

3.591,337 1 



45,639,241 


2009 

Actual 

expenditure 

R I 


28,165,953 


24,087,393 

0 

3,040,652 

1,037.907 


4,707,309 

1,275.497 

968,520 

264,459 



248.239 

2,965.524 



45.053.919 


10,541,576 


14,556,643 

0 

-3,040,62 

-974,414 


-2772,079 

•1,275,497 

-966,520 

-264,469 





866,222 I . 866,222 

1.580.(»3 j' 2011,244 




- 2908,475 


•9,365,117 


•1 1,688,270 


2009 Budget 
Surplus/ 
(deficil} I 
R i 


■12,058,095 

0 

2,549,924 

1,496,516 


2,449,427 

1,404,183 

969,962 

386.898 


422,949 

1,114,342 


892,000 

-2,182,829 


■ 









APPENDIX F 


STATISTICAL INFORMATION 



Total Number of Wards 
Total Number of Councilors 
Total population 

Total number of registered voters 
Total number of voting district 
Number of employees 
Number of police stations 
Number of Medical Facilities 
Number of Schools 
Number of square meters 


I 
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The Honourable Speaker 
Council of Hlabisa Municipality 

PO Box 387 
Hlabisa 
3969 

15 December 2009 

Dear Sir 

Audit Committee’s Report to Council 

The Audit Committee of Hlabisa Municipality has pleasure in submitting its final report to the 
Council of the Hlabisa Municipality. This report is submitted in terms of the provisions of 
sections 121(3)(j), 166(2)(b) and 166(2){c)ofthe Municipal Finance ManagementActof 2003 
("theMFMA”)and covers the financial year from 1 July 2008 to 30 June 2009. 

Members 

1. The following persons served as membersoftheAudit Committee forthe year under review 

DS DIamini -Chairperson 
MGNtuli 

Overview of activities 

2. The Audit Committee had four formal meetings during the period covered by this report. 
These meetings were held on 28 July 2008, 3 November 2008, 23 April 2009 and 30 June 
2009, respectively. The Audit Committee therefore complied with the provisions of section 
166(4)(b)of the MFMA which requires the Audit Committee to meet at least four times per year. 

3. The following matters were dealt with at these meetings; 

□ Risk Management within the municipality 

□ Fixed Asset Management 

□ Compliance with Legislation 

□ Annual Financial Statements 

□ Auditor General audit report 

□ At each of the four meetings, work done by the internal auditors was tabled, discussed; 

□ Attention was given to Council regarding Performance Management System; 
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Report 

4. For purposes of executing its statutory duties as contained in section 1 66(2)(a) of the MFMA 
as well as its mandate as set out in the Audit Committee Charter, the Audit Committee relies 
heavily on the work done by internal audit which has been outsourced to 
PricewaterhouseCoopers, a firm of professional services providers. 

5. In order to be able to rely on the work performed by internal audit, the Audit Committee has 
raised concerns about quality and scope of the work performed by internal audit, which is not 
sufficient to place the necessary reliance thereon. Whilst it is the view of the Audit Committee 
that the work performed by internal audit is of a high standard, that it is properly planned and 
controlled, however the internal audit plan was not presented to audit committee for approval. 
There is limited evidence that internal audit findings are discussed with the responsible 
officials and that implementation of corrective measures that have been agreed upon, are 
followed up regularly. The internal audit unit experienced difficulties in getting required 
responses due to unavailability of municipal staff. However we had no.reservation in relying on 
the work performed by internal audit for purposes of executing our mandate. We are therefore 
in a position to advise Council that as far as matters relating to internal financial control, the 
adequacy, reliability and accuracy of financial reporting, performance management and 
evaluation, effective governance and compliance with the MFMA and other relevant 
legislation are concerned, the interna! audit reports and other work performed by Internal audit 
unit considered by the Committee have not revealed any material issues that may 
compromise any of these functions or responsibilities. This comment should however be read 
with our concerns and recommendations which are dealt with in paragraph 8. 

6. Section 1 66(2)(b) of the MFMA requires the Audit Committee to “review the annual financial 
statements to provide the council of the municipality with an authoritative and credible view of 
the financial position of the municipality, its efficiency and effectiveness and its overall level of 
compliance with this Act, the annual Division of Revenue Act and any other applicable 
legislation”. For these purposes, the Audit Committee relies on the work performed by the 
Auditor-General during its audit of the financial statements of the municipality. 

7. The members of the Audit Committee reviewed the financial statements for the year ended 
30 June 2009 and can report as follows: 

□ The municipality achieved an operating deficit and maintained a stable current cash and 
investment position and has been meeting its debt obligations; concerns were raised on 
going concern due to certain grants being not cash backed. 

C The Auditor-General’s management letter and management’s response thereto has been 
considered; 

□ The Auditor-General’s report on the financial statements has been noted. In this regard it is 
pleasing to note that the Auditor-General expressed a financially unqualified audit opinion 
on the financial statements forthe year ended 30 June 2009 but with emphasis of matter 
items." 



o 


Concerns and recommendations 

8. During the course of our meetings and discussions, a number of important issues came 
to light, which the Audit Committee believes should be brought to Council’s attention These 
matters are dealt with below: 

8.1 As per the income statement the municipality has incurred a net deficit which is 
considered 

as unauthorised expenditure. The municipality has since obtained approval from the 
municipal council to disclose the deficit accordingly in the financial statements. 

8.1 .1 The municipality statutory funds are not adequately cash backed and the municipality 
IS reliant on funding from equitable share to pay for its expenses in the normal course of 
operations. The statutory funds and reserves and trust funds are not backed by sufficient 

concomitant assets. The shortfall amount appears to be tied up in accumulated deficit and 
debtors. 

8.1.2 The municipality should put controls in place that will ensure that the funds and 
reserves are cash backed. These controls should be reviewed by management at requiar 
inten/als to ensure their relevance. 

8.2 As reported previously, the Audit Committee remains concerned about thefollowing: 

8.2.1 Internal financial controls and internal audits; The delays in commencement of 
the internal audit and the planning process, as well as the internal audit budget has been a 
limiting factor on the scope and extent of the internal audit work performed. Delays during 
the audit and the non-production of documentation in certain cases by the municipality also 
limited the internal audit unit in executing its function. 

8.2.2 Management has been requested to work with the internal audit unit to increase the 
frequency and coverage of audit. Regular internal audits will assist in addressing audit 
findings much earlier thus ensuring an improved control environment and favourable 
external audit outcomes. 

8.2.3 Risk management: The non-existence of risk management might lead to financial 
losses to the municipality. The audit committee has requested management to work with 

the internal audit unit in doing risk assessment and put in place a risk control mechanism 
including a 

Risk Management Policy that is customised for the municipality for effective risk 
management. 

8.2.4 Accounting policies: The accounting policies were reviewed as part of the annual 
financial statements review. The municipality is in the process of converting from IMFO to 
GRAP and changes to the accounting policies need to be approved by the Council. 

8.2.5 The adequacy, reliability and accuracy of financial reporting and information: 

The review of financial information by the internal auditors was limited to the focus areas 
included in the internal audit plans and audit findings will be included in internal audit report 
to be submitted to the municipality. 
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8.2.6 Performance management: The internal Audit unit has reviewed of the Municipality's 
Performance Management System; the findings are yet to be presented at the next audit 
committee. 

8.2.7 Effective governance; The internal Audit unit did not review the effectiveness of the 
governance arrangements and structures. 

8.2.8 Compliance with MFMA, the annual division of Revenue Act and any other 
applicable legislation; Internal Audit unit compliance reviews were limited to the focus areas 
included in the draft internal audit plan and it is expected that the findings will be included in the 
internal audit reportto be submitted to management. 

8.2.9 Performance evaluation; According to the draft internal audit plan for the review of the 
Municipality’s Performance Management System, the internal audit unit reviewed the 
Organisational and/or Section 57 scorecards on a test basis and the findings will be included in 
the internal audit report to be submitted to management. 

8.2.10 Audit Committee; Section 166 (4) of the MFMA states that an audit committee must 
consist of at least three persons with appropriate experience, of whom the majority may not be 
in the employ of the municipality or municipal entity. The district is in contravention of the 
above section since the audit committee operated with only two members and this matter has 
been raised at several meetings of the audit committee. The matter needs to be discussed with 
the district municipality to ensure that a third member is appointed as a matterof urgency. 

8.3. Also reported previously, is the Audit Committee’s concern at the slow rate at which 
outstanding audit queries are resolved. Unresolved audit findings are listed and carried 
forward from one meeting to the next until those findings have been satisfactorily addressed 
by management. We are pleased to report that during the latter part of the financial year under 
review, a concerted effort was made to clear as many of the outstanding queries as possible. 

8.4 The preparation of Council’s annual financial statements is governed by various 
International Financial Reporting Standards, Generally Recognised Accounting Standards 
and Generally Accepted Municipal Accounting Standards. In addition, there are a number of 
financial reporting requirements issued by National Treasury which have to be complied with. 
Although Council took advantage of certain exemptions relating to compliance with some of 
these Standards for purposes of preparing the financial statements for the year ended 30 June 
2009, full compliance with these Standards will be required for the year ended 30 June 2010. 
As a result. Council’s Finance Department face a substantial compliance burden relating to 
the implementation of these financial reporting standards e.g. conversion from IMFO to GRAP 
which will place severe strain on the existing financial capacity. It is therefore crucial that 
Council acknowledges the importance of maintaining and improving its financial capacity to 
meet this future challenge. 



Conclusion 

9. The implementation and maintenance of proper systems of internal control, the prevention of 
fraud and error, the safeguarding of the assets of the municipality and compliance with relevant 
aws and regulations, are Council’s responsibility. The role of the audit committee is to monitor 
the efficiency of the procedures and mechanisms which Council has put in place in order to 
ensure that its policies and procedures are adhered to. We can report that, taking into account 
the exceptions noted above and based on the reports submitted to us, that our overall 
^idently^ systems and procedures implemented by council are operating 


Yours faithfully 



DS DIamini 

Chairman -Audit Committee 



